International 
Marketing Information 
Series 


44, 
wa 


Foreign Economic Trends 
and Their Implications 
for the United States 


APRIL 1986 
MALAYSIA 


FET 86-33 
Frequency: Annual 
Supersedes: 85-70 


PREPARED BY 
AMERICAN EMBASSY KUALA LAMPUR 


U.S. DEPARTMENT OF COMMERCE 
International Trade Administration 
Washington, D.C. 20230 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscrip- 
tion, $70.00. Foreign mailing $17.50 additional. Single copies, $1.00, available from Publications Sales Branch, 
Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





2 


KEY ECONOMIC INDICATORS 
(US $Million for all figures unless otherwise indicated) 


1984 1985 1986 
GNP( Nominal) 24,265 : 30 ,429 
Real GDP (1970 prices) 12,738 : 14,252 
Real GDP Growth Rate 5. ; 6% 
Per Capita GDP (US$) 1,758 2,019 
Industrial Production Growth Li - 
Labor Force (Thousands) 5,410 S795 
Uemployment Rate 5 2 


Money Supply 5,378 6,685 
Growth in Money Supply 13 11% 
Growth in Private Sector Liquidity 16. F 16% 
Inflation (Pen. Malaysia only) S. 4. 
Commercial Prime Rate 10-12% 
Federal Govt. Spending 11,678 
Federal Govt. Deficit -3,306 
Federal Govt. Debt (Year End) 25,115 


Gross Exports 15,589 
Gross Imports 13,909 
Balance on Trade Account +1,680 
Balance on Current Account -1 ,966 
Balance on Capital Account - 
External Debt Service Ratio 

(both private & public) 

Foreign Reserves 


EXPORTS 


Petroleum 

Electronic Components 
Rubber 

Saw Logs & Timber 
Palm Oi] 

Tin 

Electrical Products 
Textiles 


US Trade 

Exports to US (FOB) 1,390 1,723 
Imports from US 2,189 2.138 
Balance of trade with US 

US Share in Trade 14.5% 14. 


Sources: Ministry of Finance, Economic Report 1985/86 
Malaysian Department of Statistics 
Bank Negara (Central Bank) Annual Report for 1984 
*US Department of Commerce 

Exchange rate: US$] = M$ 2.40 

Note: 1985 figures are estimates. 1986 figures are projections. 
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Summary: Malaysia's economy in 1985 was beset by a number of major 
problems. The government's response to the economic slowdown has 
been admirably restrained although the 1986 budget may be mildly 
expansive. In early 1986, the Malaysian government will release an 
Industrial Master Plan as a guide to Malaysia's industrial 
development. Also in early 1986, Malaysia will publish the Fifth 
Five Year Economic Plan which will guide Malayisa's economic 
development and government over the next five years. The government 
has already indicated that it is prepared to accept an average real 
growth of 5 percent over the next five years which is substantially 
below economic goals of previous five year plans. Economic 
development over the next five years will likely focus on improving 
agricultural productivity, medium scale industrialization, and 
tourism promotion. Emphasis will be given to resource based 
industries. While 1985 saw a number of coincidental events which 
negatively affected the Malaysian economy, the Malaysian economy 
withstood the economic storms in good shape. The long term outlook 
for Malaysia continues to be bright. 


THE MALAYSIAN ECONOMY IN BRIEF 





Over the past 30 years, Malaysia has evolved from an agricultural 
based economy dependent on rubber and tin exports for foreign 
exchange to a well-diversified economy which exports electronic 
components, electrical products, rubber, tin, oil, liquified natural 
gas, methanol, LPG, palm oil, timber, textiles, apparel, and other 
manufactured goods. The country is blessed with abundant natural 
resources, particularly energy resources, for the size of its 15.7 
million population. 


The Malaysian government recently revised its figures for gross 
domestic product by industrial origin to more fully accurate reflect 
individual sector contributions to the national economy. Based on 
1978 prices, these revised figures show manufacturing overtaking 
agriculture for the first time in Malaysia's history. 

Manufacturing is now 21 percent of gross domestic product. It is 
followed by agriculture at 20 percent; trade and tourism at 13 
percent; government services at 12 percent; mining and petroleum at 
10 percent; finance, insurance, real estate, and business services 
at 8 percent; transport and communication at 6 percent; construction 
at 5 percent; and utilities at 5 percent. 


The New Economic Policy established in 1971 and succeeding five year 
economic plans continues to be the basis for Malaysian economic 
development. The basic goals of the NEP are to reduce and 
eventually eradicate poverty by raising the income of all Malaysians 
and to restructure society so as to eliminate the identification of 
race with economic function. These strategies were implemented in 
the context of rapid economic growth since 1971 which has ensured 
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that no ethnic group experienced any economic deprivation. In 
practice, these policies have meant that ethnic Malays and other 
indigenous races (known collectively as bumiputra) have received a 
larger slice of an ever-expanding economic pie. 


The federal government views the private sector as the engine of 
growth for the future and has acknowledged the important role that 
multinational firms play in developing the economy and transferring 
technology. To reduce the role of the government in the economy, 
the federal government has implemented programs to privatize a 
number of government services including telecommunications, the 
national airline, port facilities, and road construction. The 
government has also reduced personal and corporate income tax rates, 
utility costs and telephone charges to ensure that Malaysian 
companies are not operating at a disadvantage in comparison with 
other ASEAN countries. 


The Malaysian economy had a difficult year in 1985. Lower prices in 
1985 for Malaysia's commodity exports of oil, LNG, rubber, timber, 
palm oil, and tin reduced Malaysian foreign exchange earnings 
slightly to an estimated M$38 billion despite increases in 
production of a number of items. Construction has leveled off as 
major projects have been completed. New projects have been delayed 
because of the oversupply of commercial office space and hotels and 
government decisions to delay major projects. The banking sector 
has been hit by rumors of the financial ill-health of individual 
banks and other financial institutions. The important semiconductor 
sector in manufacturing has been hit by a one-time shakeout in the 
industry which has led to firms closing and increased unemployment. 
The automobile industry has been negatively affected by reduced 
demand for automobiles. Bankruptcies have increased and the 
personal fortunes of a number of wealthy individuals have been 
damaged by a drop in the stock market and property values. 
Unemployment is now estimated at 8.2 percent. 


On the bright side, an increase in the production of LNG, methanol, 
iron, palm oil, and timber should help Malaysia's real growth rate. 
While the overall economy has been negatively affected by serious 
problems in a number of key sectors, the economy has shown suprising 
resiliancy largely because of Malaysia's efforts to diversify its 
product mix over the last 30 years. The government's latest public 
forecast for real GDP growth in 1985 is 5.2 percent although many 
observers feel this figure will be substantially lowered after al] 
the data is updated and analyzed. 


Malaysian trade unions which have organized about 10 percent of the 
work force have become increasingly concerned about the rising tide 
of unemployment. Two large wage settlements which should have been 
negotiated in 1985 were delayed to 1986 and as yet have not been 

resolved. Malaysia's civil servants, who number about 750,000 are 





3 


asking for a wage increase which would offset losses caused by the 
increase in the cost of living since the last wage settlement five 
years ago. The government insists that it does not have the revenue 
to finance a cost of living increase this year. The second dispute 
involves workers on rubber plantations and the plantation owners 
where the workers are demanding replacement of the current wage 
system.which is based partially on the price of rubber with a 
guaranteed monthly wage. Plantation owners are concerned that such 
a change would make Malaysian rubber more expensive and negatively 
affect its competitiveness in the world market. 


The effect of increased unemployment on the economy may be mitigated 
by a number of factors. While there are no unemployment benefits 
for Malaysian workers, retrenched workers are eligible for 
substantial one time retrenchment payments under Malaysian law. One 
automobile worker received M$20,000 in compensation for 16 years 
service. Many labor contracts provide for and some employers are 
willing to pay individuals more than they are entitled to under 
Malaysian law. In addition, Malaysian's rely on their extended 
families for assistance to tide them over until they can find a 

job. Many families still have relatives in the countryside where 
housing and food is relatively inexpensive. In addition, because 
there are no long-term unemployment benefits, workers are encouraged 
to find gainful employment when they are retrenched. 


With 50 percent of GDP dependent on exports, the forecast for 
economic growth in 1986 in Malaysia is largely a function of 
economic growth in Malaysia's export markets in Europe, Japan, and 


the United States. The Conference Board, a New York based group 
that conducts research and publishes studies on international 
business economics stated in December 1985 that economic indexes in 
seven of the world's nine major industrialized countries were 
strenghthening. The board said the US index showed 4 percent annual 
growth, Italy nine percent, France five percent, and West Germany 
eight percent. Two problems for Malaysia are Japan which shows a 
one percent rise and Great Britain which showed a one percent 
decline. 


Malaysia's relatively poor performance in 1985 stems from a number 
of coincidental and hopefully unique events, not from any 
fundamental economic disorder. 1985 saw the breakup of 
international cartels in tin and oil] both largely because of 
producer activity outside the cartel. The resultant sharp drop in 
prices for tin and oil would have been spread out over the previous 
five years if the cartels had not sought to support the prices of 
these commodities at uneconomic levels. In the electronic industry, 
there was a surge in production in 1984 as computer manufacturers 
assumed that every American would need a personal computer to 
balance a check book and compute taxes. When personal computers hit 
market resistance, the resultant glut of semiconductors produced in 
1984 plus Japanese price cutting resulted 
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in decreased production by US firms in 1985 


Also in 1985, the financial problems of some banks and individuals 
in 1985 were the result of unrealized high expectations for the 
economy and in the case of one bank, probably criminal fraud. 
Decisions to go into heavy industrial projects made more sense in 
1981 when these decisions were made at a time of high oi] prices and 
high inflation. Few economic observers predicted at that time that 
oil prices would fall 30 percent in the next five years or that 
inflation would drop to single digits. Political tensions within 
and between the various ethnic communities also became more apparent 
in 1985 and contributed tu the economic jitteriness. Grace periods 
expired in 1985 on amortization of large loans taken out in the 
early 1980's thereby diverting government resources away from 
development. 


Malaysia is facing one structual dilemma, however. Low cost 
producers of tin, rubber, and palm oil, such as Indonesia and 
Thailand, are increasing production and competition for Malaysia's 
traditional commodity exports. As a result, Malaysia is focussing 
on manufacturing to increase the standard of living of its rural 
population. To make manufacturing economically feasible in a 
mid-sized economy like Malaysia's, manufacturers must export to the 
large markets of Japan, Europe, and the United States. In these 
markets, Malaysia must compete against the manufactures of not only 
the importing country, but also against the exports of Korea, 
Taiwan, Hone Kong, Brazil, and other Third World countries. 


In addition, there is the long-term phenomenon in Malaysia of 
continued structual transition from an economy dominated by 
subsistence agriculture, tin, and rubber to a modern diversified 
economy. After 20 years of growth averaging between 6 and 7 
percent, increases in growth will be more difficult for Malaysia in 
the future. 


In many respects, the coincidental effects of 1985 proved the 
fundamental strength of the Malaysian economy. Despite body blow 
after body blow, the Malaysian economy withstood the vicissitudes of 
the world economy proving the validity of Malaysia's development 
planning of over 30 years as well as demonstrating the ability of 
the current economic leadership to maintain the economy on an even 
keel. In addition, the Malaysian government has been willing to 
make the hard political decisions of not increasing spending 
dramatically in an election year and has opted for economic 
restructuring of the economy rather than subsidizing sunset 
industries. 


The long term outlook for Malaysia is very positive. The country 
has a stable democratic political system which has permitted change 
through the ballot box rather than political upheaval. Malaysia 
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possesses both renewable and non-renewable energy resources in 
surplus for at least 100 years and the country is not prone to 
natural disasters such as earthquakes or typhoons which can stifle 
development. There is a strong emphasis on education in Malaysia 
where the central government spends more on education than on 
national defense. Over 20,000 Malaysian students are enrolled in 
American universities obtaining the best education money can buy. 


The only real long term problem that Malaysia has is access to large 
markets. With protectionist sentiment at high levels in Europe and 
Japan, Malaysia is concerned about growing protectionist sentiment 
in the United States where 95 percent of Malaysian imports currently 
enter duty-free. Given Malaysia's geographic proximity to and 
ethnic ties with India and China, Malaysia may have an advantage 
over other countries in developing trade ties with these two 
countries which make up close to half the world's population. 


GOVERNMENT MACRO-ECONOMIC POLICIES 





The Malaysian government has developed five year economic plans as a 
macro-economic tool to ensure that the socio-economic objectives of 
the NEP are achieved. The Fourth Economic Plan was formally 
reviewed in early 1984. The review showed that progress on NEP 
goals had been satisfactory although more effort could be expended 
on reducing poverty among the 30 percent of the population which 
fell below Malaysia's poverty line. The review also noted that 
income imbalances were narrowing between Malaysia's Malay, Chinese 
and Indian communities and that employment patterns generally 
reflect the racial breakdown of the population as a whole. The 
review also said progress had been made on restructuring the holding 
of corporate equity by the differing economic groups. 


in early 1986, an Industrial Master Plan will be published which 
will guide Malaysia's future industrial policy. Government leaders 
have stated that the goals of the industrial plan will be to speed 
up development of the manufacturing sector, promote opportunities 
for the efficient utilization of Malaysia's abundant natural 
resources, and lay the groundwork for developing industries that 
will make Malaysia a developed industrial country through upgrading 
technological knowhow. Wood, rubber, and petrochemical products are 
likely to be emphasized. 


The Fifth Economic Plan will be tabled in Parliament during the 
session which begins in March 1986. The plan will probably focus on 
increasing agricultural productivity through a variety of means such 
as combining uneconomic land holdings into larger plots, increasing 
rural services, and encouraging the growing of fruits and 
vegetables. Tourist promotion as a foreign exchange earner wil] 
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also be emphasized. Malaysia is host to the 1986 Pacific Area 
Travel Association convention and is hoping that this convention 
will spark a surge in tourist arrivals and end Malaysia's reputation 
as the best kept secret in Southeast Asia. Industrial promotion 
will likely follow the guidelines set by the Industrial Master 

Plan. The government is aiming at a realistic real growth rate of 5 
percent per annum over the next five years. 


The Fifth Economic Plan is significant as it is the last plan prior 
to the expiration of the New Economic Policy in 1990. The NEP has 
been largely successful in advancing the economic well-being of the 
heretofore economically deprived Malay population. Rural poverty 
remains a serious problem for one third of the population although 
poverty in Malaysia is not characterized by lack of food or 
shelter. Over the next five years, Malaysia's political leadership 
will be forced to deal with the ticklish task of amending the NEP to 
take into account the legitimate demands of all groups in the 
society while continuing some form of preference programs for the 
economically deprived. 


The needs of a developing economy and the world recession 
contributed to a substantial increase in federal government 
expenditures, budgetary deficits, and external borrowing in the 
period 1980-1985. Since 1982, however, the federal government has 
followed a policy of fiscal austerity. Since the 1982 budget, 
federal revenues have increased at an average rate of seven percent 
while budgetary expenditures have increased by two percent thus 
narrowing the federal deficit and reducing foreign borrowing 
requirements. 


The federal government's budget for 1986 of M$30.81 billion will 
increase by 4 percent over the 1985 budget of M$29.91. Of these 
totals, current expenditures are expected to increase only 0.2 
percent while development expenditures will likely increase 10.5 
percent, the first large increase in development spending since 
1981. Increases in development spending will be in education, 
housing, and agricultural sectors while defense procurement wil] 
take a 50 percent cut. 


The Malaysian government seems to be taking a realistic view of 
Malaysia's place in the world economy. Rather than borrowing and 
Spending its way out of the current economic slowdown, the 
government has accepted the fact that Malaysia's economic growth is 
largely dependent on the world economy because nearly 50 percent of 
Malaysia's GDP is derived from exports. Instead of artificially 
stimulating the economy, the government has decided to remove a 
number of structual impediments to make Malaysia's economy work 
better. In addition, Malaysia hopes to increase foreign investments 
by liberalizing foreign equity requirements, and by revising its tax 
incentive policy. The government is continuing its program of 
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reducing its role in the economy through privatizing various 
government services and assets. 


In addition, the government has attacked subsidies as an economic 
cure, relaxed investment guidelines to encourage increased foreign 
equity investment, allowed the free market to determine the price of 
tin, implemented reforms in the banking system, reduced electricity 
and telephone costs, revised licensing guidelines to reduce the 
number of business licenses required to operate in Malaysia, and 
most recently, revamped oil production sharing contracts to 
encourage increased foreign participation in development of 
Malaysia's cil and gas reserves. 


The government has also announced a number of special programs to 
deal with unemployment. These include building 80,000 low cost 
homes over the next five years, increasing highway construction and 
other civil works, and retraining unemployed workers in new skills. 


The role of fiscal policy in 1986 will be to continue the policy of 
financial discipline so as to strengthen the overall financial 
position of the public sector including that of the quasi-government 
agencies. The Central Bank also intends to allocate resources more 
directly through administration of a M$] billion fund that will 
provide funds through the banking system to projects in agriculture, 
manufacturing and tourism. The government will continue to rein in 
expenditures although the 1986 budget is mildly expansive. 


Monetary policy will support fiscal policy, improve liquidity, and 
encourage lower interest rates. The Central Bank has acted to 
offset the effects of a slowing economy by reducing reserve 
requirements, increasing the money supply by about 10 percent in 
1985, and by encouraging interest rates to drop. As a result the 
base lending rate for loans in Malaysia has dropped about two 
percentage points from around 12.5 percent to 10.5 percent. 


The growth rate of foreign debt has continued to decline although 
Malaysia's debt service ratio has climbed to an estimated 16 percent 
as a result of the expiration of grace periods for Malaysia's 
borrowing in the early 1980's. The Ministry of Finance has 
refinanced some of Malaysia's earlier loans to take advantage of 
lower interest rates and to stretch out repayment periods. Lower 
interest rates should also benefit Malaysia's balance of payments as 
much of Malaysia's foreign debt is in floating rate notes. 


Malaysia relies on a substantial amount of foreign financincing for 
its economic development; however, Malaysia's external debt is well 
within Malaysia's ability to service. The tradition of Malaysian 
finance is one of prudence and conservatisim. This tradition was 
broken in the period 1979 - 1985 when Malaysian borrowing increased 
dramatically particularly compared to previous years. As a result, 





10 


Malaysia's debt service ratio rose to 9.2 percent in 1982, to 11.9 
percent in 1984 and is expected to have increased to 16 percent in 
1985 as grace periods expired on loan repayments. The government is 
hopeful that the debt service ratio can be kept below the 20 percent 
level, but this is largely a function of the volume of exports. 


Beginning in 1982, prior to discussions with the IMF, the Malaysian 
government decided to rein in spending and lessen foreign 
borrowing. First federal government spending was cut, and then the 
spending of large off-budget agencies, such as the National 
Electricity Board, was brought under central control. 


In 1985, the Malaysian government took additional action to reduce 
foreign borrowing. Fiscal austerity continues to exist despite the 
economic slowdown. Total net funds which the government needs to 
raise in 1985 is estimated at M$4 billion which is a 43 percent 
reduction from 1984 levels. Government borrowing is also being 
switched to the domestic credit market. Of the approximately M$4 
billion which the government planned to raise in 1985, only M$500 
million was expected to be raised in foreign credit markets. To 
finance private sector growth, the Malaysian government has 
encouraged reliance on equity investment such as the recent public 
stock offering by Malaysian Airlines System rather than debt 
financing. The government has also relaxed foreign equity 
requirements to encourage further foreign investment in the 
Malaysian economy. 


To smooth out repayments coming due in the next five years, the 
Malaysian government has taken advantage of lower interest charges 
to stretch out its debt repayment schedule. One sovereign loan in 
1985 for US$600 million carries a floating rate based on limean and 
a repayment period of 30 years which is unusal for a developing 
country. A US$650 million raised in September 1985 carried a 
Floating rate of 0.0625 percent above libor and a maturity of 20 
years. Malaysia also has access to such international financial 
institutions as the International Bank for Reconstruction and 
Development, the Asian Development Bank, and the Islamic Development 
Bank for loans to develop the country's economic infrastructure. 


Public debt of the Federal government is a significant portion of 
total debt. Total public debt at the end of 1985 is estimated at 
M$60.912 billion of which M$21.321 billion is estimated to be 
external debt. Of the total outstanding external debt of M$37.0 
billion at the end of 1984, the Federal Government debt was M$20.7 
billion, guaranteed loans was M$7.1 billion and private sector debt 
was M$9.2 billion. In mid-1985, the Central bank estimated that 
total external borrowing would reach M$40 billion by the end of the 
year. 
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SECTORAL PERFORMANCE IN 1985 AND OUTLOOK FOR 1986 


Manufacturing: 


Malaysia produces a large number of manufactured products for both 
the export and domestic market. These include electronic 
components, electrical products, assembled automobiles, air 
conditioners, food products, cigarettes, textiles, apparel, 
footwear, timber products, industrial chemicals, fertilizers, drugs, 
rubber and plastic products, textiles and apparel, and metal 
products. 


Real growth in the manufacturing production is expected to be down 
in 1985 with real annualized growth through the first six months of 
1985 actually declined by 7.5 percent compared to a 6.5 increase in 
1985. The last six months of 1985 probably showed no improvement. 
Virtually all industries in the manufacturing sector showed 
decreases in production on an annualized basis or a flat 
performance. Particularly hard hit were electronic components, iron 
and steel construction materials, and automobile assembly. 


Electronic Components: Within the manufacturing sector, electronic 
component production has been hard hit by the worldwide slump in 
electronic component demand. Through the first half of 1985, 
electronic component production dropped 27.4 percent on an 
annualized basis, prices of individual components dropped as much as 
50 percent, and employment shrunk by 10,000 to about 63,000. In 
the second half, one semiconductor manufacturer and one computer 
parts manufacturer ceased operations throwing another 2000 workers 
out of work. A third firm shut down one semiconductor manufacturing 
facility as part of a rationalization exercise. As 1985 ended, 
however, it appeared that the worse might be over as new orders 
began to be more in balance with deliveries. 


It is hoped that 1986 will improve demand for electronic 
components. According to Department of Commerce statistices, US 
owned semiconductor manufacturers plan to spend over US$100 million 
on capital expenditures in Malaysia in 1986 upgrading equipment. 
One US firm may introduce silicon wafer production which would be a 
major success in the Malaysian government's announced goal of 
introducing backward integration in the electronic component 
industry. It also appears that US firms are switching production 
from cheaper components to more advanced integrated circuits thus 
increasing the value-added of semiconductor exports. 


Malaysia continues to be the world's largest semiconductor and 
integrated circuit exporter. The value of electronic component 
exports which in 1984 accounted for eight percent of Malaysia's 
manufactured exports is expected to decline by 5 percent in value in 
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1985. About 58 percent of Malaysia's electronic components are 
exported to the United States, eight percent to Japan, and 11 
percent to Singapore. 


Heavy Industries: In 1985, a number of heavy industry projects were 
completed. The Heavy Industry Corporation of Malaysia (HICOM - 
which is wholly owned by the Malaysia government) and Mitsubishi 
began production of the Proton Saga in July 1985. Production is 
slated to increase gradually 100,000 cars a year by 1991 although 
this target may have to be reduced because of slower than expected 
car sales in Malaysia. The Proton Saga is a four door, front-wheel 
drive vehicle with a 1.3/1.5 liter engine. Value added is estimated 
at 35 percent Malaysian but this is expected to increase over the 
next five years. 


Unfortunately the Proton Saga was released just as the local car 
market entered into a major slump. Sales of locally assembled cars 
in 1985 declined by 26 percent compared with the same period in 
1985. Exporting the Proton saga may not be feasible as the current 
model does not meet a number of safety and pollution control 
requirements in importing countries. 


A second major facility which came onstream in 1985 is the Perwaja 
Terengganu iron and steel facility which is expected to produce 
600,000 metric tons of iron and 590,000 metric tons of steel a year, 
largely for the construction industry. This facility is one of the 
first industrial projects to use natural gas located off the east 
coast of Peninsular Malaysia. A third major facility to begin 
operation in 1985 produces 730,000 metric tons of iron a year for 
export. 


For 1986, and the next five years, there will be few major heavy 
industry projects. Heavy industry projects which were conceived in 
the early 1980's when many economic observers projected continuing 
high prices for petroleum products and continued high inflation have 
not been as profitable as their supporters had hoped. To conserve 
revenue and foreign exchange, there will be fewer major new projects 
over the next five years. The financially strapped Sabah state 
government, a major investor in a methanol and iron reduction 
facility costing M$2.7 billion and a M$1 billion pulp and paper mill 
is trying to get the federal government to take over a large equity 
share of the first project and may delay completion of the second 
project. 


Apparel: One bright spot in the manufacturing sector in 1985 was the 
production of apparel which through September 1985 showed about a 10 
percent increase in the value of produced goods although employment 
declined slightly to about 25,000 workers. Exports of apparel to 
the United States increased substantially in 1985. According to US 
statistics, Malaysian exports of apparel to the United States 
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climbed 43 percent on an annualized basis through October 1985 to 
reach US$209 million. This 43 percent increase is substantially 
above the 7.2 percent increase of textiles and apparel imports into 
the United States from all sources. Despite this 43 percent 
increase, Malaysia still ranks 10th as a source for US textile and 
apparel imports from East Asia. Malaysia's sharp increase reflects 
both the increase in apparel production plus a shift in Malaysian 
apparel markets from Europe to the United States. 


In July 1985, the Malaysia and the United States concluded a new 
five year bilateral textile agreement for the period January 1, 1985 
to December 31, 1989. This agreement anu others like it between the 
United States and major textile and apparel exporting nations 
provide for an orderly marketing regime for textile and apparel 
imports into the United States where such imports make up 50 percent 
of the market. 


The new Malaysian-US agreement provides, inter alia, for specific 
limits on exports of 20 textile and apparel categories to the United 
States. Since July, additional categories have been added to the 
agreement. Under the agreement, annual growth in a specified 
category of textile and apparel imports into the United States is 
limited to a maximum of 6 percent. Categories of textile and 
apparel imports into the United States which are not specified do 
not have specific growth limits although the United States may 
request consultations should imports on items grow substantially in 
any given 12 month period. 


Mining 


Oil and natural gas: Malaysia is conservatively estimated to have 
2.9 billion barrels in oil reserves, 44 trillion cubic feet of 
non-associated gas reserves, and 10 trillion cubic feet of 
associated gas reserves located of the east coast of Peninsular 
Malaysia and off the west coast of Sabah and Sarawak. In 1985, 
crude oil production was reduced to 430,000 barrels/day from the 
1984 rate of 440,000 barrels/day when Malaysia became an OPEC 
observer. Petroleum production will be increased in 1986 to 510,000 
barrels/day to increase government revenue and to offset an expected 
decline in oil prices. 


Malaysia's oi] is a high quality, low-sulfur crude which commands a 
premium price on the world market. Along with other oil producers, 
Malaysia's crude oi] has come under downward price pressure over the 
last four years. Prices for Malaysia's crude oi] declined however, 
from a 1982 average of US$35.6/barrel to a 1984 average of US$ 
/barrel, reflecting world-wide softening in oi] prices. The average 
for 1985 is estimated at US$27.50 and is expected to decline further 
in 1986 to a maximum of US$26.00/barre}l. 
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LITTITTT IIIT tit ttt) 


(Signature) 


(Expiration Date) 





Is market 
research you 
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Bak kink? 


Let us help you find your best overseas markets. 


Exporting can be less than profitable if you aren’t 
selling to your best markets. Yet finding up-to-date, 
reliable information about overseas markets can be 
time consuming and frustrating. 


Now you can benefit from the detailed research and 
on-site interviews conducted by experienced overseas 
research analysts for the U.S. Department of 
Commerce. 


What you get 


DOC’s International Market Research Reports are 
comprehensives studies of single industries in selected 
countries or regions. They provide— 

¢ information on market access and trade barriers, 
¢ analyses of market size and trends, and 

¢ demand forecasts. 


They also list— 

¢ market share figures, 

* imports from the United States, 
* best selling products, 

¢ end-users and key buyers, 


This product is provided by DOC’s U.S. and 
Foreign Commercial Service, your global 
network of trade professionals. 


* potential agents, 
* trade associations, and 
¢ local publications suitable for advertising. 


What you pay 


International Market Research Reports cost from 
$50 to $250 and are available on a variety of industries. 
We will send you a catalog listing prices, industry 
titles, and countries when you mail in the coupon 


----------------- - -- - = Fy 


MAIL TO: 

U.S. Department of Commerce 
International Trade Administration 
U.S. and Foreign Commercial Service 
P.O. Box 14207 

Washington, DC 20044 


Please send me a catalog of available International 
Market Research Reports. 


([] Please have a Trade Specialist contact me with more 
information. 


Name 
Telephone 


Company 
Address 


City 





Are You Thinking About Exporting, 
but Don’t Know Where to Begin? 


Let our international trade specialists help you! They have 
the time and it is free! The U.S. and Foreign Commercial 
Service (US&FCS) of the U.S. Department of Commerce 
was established to counsel new exporters and increase their 
visibility in overseas markets through a network of trade 
specialists and foreign commercial service officers. 


The international trade specialists, operating from the U.S 
Department of Commerce District Offices listed below, 
function as catalysts in the export process of U.S. business— 
especially for smaller firms. Their primary role is to reach 
out to businesses that have export potential and counsel 


them on the programs and services the US&FCS can offer 
to help make overseas sales a reachable goal. The trade 
specialists work daily with the foreign commercial service 
officers overseas in 68 countries. They conduct over 100,000 
one-on-one counseling sessions with company representa- 
tives each year. Through these local representatives, a 
U.S. company has direct access to 95 percent of the world 
market for U.S. exports. 


Please contact our district office near you or mark the 
attached order form appropriately for one of our trade 
specialists to call you. 


District Offices 


Albuquerque, 87 102. 517 Gold, S.W., 
Suite 4303 (505) 766-2386. 


Anchorage, 99513, P.O. Box 32, 701 
C St. (907) 271-5041. 


Atlanta, 30309, Suite 504, 1365 Peach- 
tree St., NE. (404) 881-7000. 


Baltimore, 21202, 415 U.S. Custom- 
house, Gay and Lombard Sts. (301) 
962-3560. 


Birmingham, 35205, 2015 2nd Ave. N., 
Third Fl., Berry Bldg. (205) 254-1331. 


Boston, 02116, 10th Fl., 441 Stuart St. 
(617) 223-2312. 


Buffalo, 14202, 1312 Fed. Bidg., 111 W. 
Huron St. (716) 846-4191. 


Charleston, W. Va., 25301. 3000 New 
Fed. Office Bldg., 500 Quarrier St. (304) 
347-5123. 


Chicago, 60603, Rm. 1406, Mid- 
Continental Plaza Bidg., 55 E. Monroe 
St. (312) 353-4450. 


Cincinnati, 45202, 9504 Fed. Bidg., 550 
Main St. (513) 684-2944. 

Cleveland, 44114, Rm. 600, 666 Euclid 
Ave. (216) 522-4750. 


Columbia, 29201, Strom Thurmond Fed. 
Bidg., Suite 172, 1835 Assembly St. 
(803) 765-5345. 


Dallas, 75242, Rm. 7A5, 1100 
Commerce St. (214) 767-0542. 
Denver, 80202, Rm. 119, U.S. Custom- 
house, 721 19th St. (303) 844-3246. 
Des Moines, 50309, 817 Fed. Bidg., 210 
Walnut St. (515) 284-4222. 

Detroit, 48226, 445 Fed. Bidg., 231 W. 
Lafayette. (313) 226-3650. 


Greensboro, N.C., 27402, 203 Fed. 
Bidg., 324 W. Market St., P.O. Box 1950. 
(919) 378-5345. 

Hartford, 06103, Rm. 610-B, Fed. 
Bidg., 450 Main St. (203) 722-3530. 
Honolulu, 96850, 4106 Fed. Bidg., 300 
Ala Moana Blvd., P.O. Box 50026 (808) 
546-8694. 

Houston, 77002, 2625 Fed. Courthouse 
Bidg., 515 Rusk St. (713) 229-2578. 
indianapolis, 46204, 357 U.S. Court- 
house & Fed. Office Bldg., 46 E. Ohio 
St. (317) 269-6214. 

Jackson, Miss., 39213, Suite 3230, 300 
Woodrow Wilson Bivd. (601) 960-4388. 
Kansas City, 64106, Rm. 635, 601 E. 
12th St. (816) 374-3142. 

Little Rock, 72201, Rm. 635, 320 W. 
Capitol Ave. (501) 378-5794. 

Los Angeles, 90049, Rm. 800, 11777 
San Vincente Bivd. (213) 209-6707. 
Louisville, 40202, Rm. 636B, U.S. Post 
Office and Courthouse Bidg., 601 W. 
Broadway (502) 582-5066. 

Miami, 33130, Suite 224, Fed. Bidg., 
51S.W. First Ave. (305) 350-5267. 
Milwaukee, 53202, 605 Fed. Bidg., 517 
E. Wisconsin Ave. (414) 291-3473. 
Minneapolis, 55401, 108 Federal Bidg., 
110 S. 4th St. (612) 349-3338. 
Nashville, 37239, Suite 1427, 1 Com- 
merce Pl. (615) 251-5161. 

New Orleans, 70130, 432 International 
Trade Mart, 2 Canal St. (504) 589-6546. 
New York, 10278, Rm. 3718, Fed. Office 
Bidg., 26 Fed. Plaza, Foley Sq. (212) 
264-0634. 


Oklahoma City, 73105, 4024 Lincoin 
Bivd., (405) 231-5302. 


Omaha, 68102, Empire State Bidg., 1st 
Floor, 300 S. 19th St. (402) 221-3664. 


Philadelphia, 19106, 9448 Fed. Bidg., 
600 Arch St. (215) 597-2866. 


Phoenix, 85073, 2750 Valley Bank Cen- 
ter, 201 N. Central Ave. (602) 261- 
3285. 


Pittsburgh, 15222, 2002 Fed. Bidg., 
1000 Liberty Ave. (412) 644-2850. 


Portland, Ore., 97204, Rm. 618, 1220 
S.W. 3rd Ave. (503) 221-3001. 


Reno, 89502, 1755 East Plum Lane, Rm. 
152. (702) 784-5203. 


Richmond, 23240, 8010 Fed. Bidg., 400 
N. 8th St. (804) 771-2246. 


St. Louis, 63105, 120 S. Central Ave. 
(314) 425-3302. 


Salt Lake City, 84101, Rm. 340, U.S. 
Post Office Bidg., 350 S. Main St. (801) 
524-5116. 


San Francisco, 94102, Rm. 15205 Fed. 
Bidg., Box 36013, 450 Golden Gate Ave. 
(415) 556-5860. 


San Juan, 00918, Rm. 659 Fed. Bidg., 
Chardon Ave. (809) 753-4555, Ext. 
555. 


Savannah, 31401, 27 East Bay St., P.O. 
Box 9746. (912) 944-4204. 


Seattle, 98109, 706 Lake Union Bidg., 
1700 Westlake Ave. N. (206) 442- 
5616. 


Trenton, 08608, 240 West State St., 8th 
Fl. (609) 989-2100. 
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